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As a representative of the food chain industry, let me express our appreciation for 
this opportunity to discuss market research and marketing programs with you Co-Op 
leaders „ 

The chains, in their own interest, have long recognized the need for understanding 
and close co-operation with suppliers. Back in 1936, for instance, the program of 
moving surpluses into consumption was first developed on a. national scale - largely 
between representatives of the Co-Op Council and the food chain companies. Mr. 
C. C. Teague, a. pa.st president of the Co-Op Council, who was skeptical of this pro- 
gram initially, later described it as "An Economic Landmark." 

Much progress has occurred in the years since 1936 of which the Co-Op Council 
leaders a.nd the reta.ilers can well be proud--but I know you did not invite me here 
to discuss the past, valuable as it is, nor to point with pride to the good things 
we in the chains have done . There are many problems for which we can find better 
solutions through working together. 

However, I would like to review briefly some of the things we have done and are 
doing which will help to mark out the more obvious areas where food retailers have 
and ca,n perform a real service in marketing research. 

Webster defines marketing and research as the "act of selling or purchasing . . . 
in a market"; while research is defined as "Careful or diligent search; a. close 
searching; a.s researches after hidden treasure." I prefer to put it more directly 
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and simply, for I believe we can say we are interested in "How can we get more 
people to buy more of what we produce on the farms of America?" 

By these definitions, food retailing is a. form of marketing research in itself, 
particularly under self-service and our free competitive system. For you see 
marketing research is not a program that we retailers can adopt, or not adopt, as 
we see fit, or turn off or on at will. It is our daily life -- our mode of liv- 
ing. We both buy and sell in the ma.rket and our success depends on how well we 
search out better ways of serving you and those to whom we sell. This means that 
our whole operation is geared to searching out what the customer wants in the 
market place and reflecting this back to other links in the chain from consumer 
to producer o This is the first and foremost area in which the food retailer plays 
an important role in marketing resea.rch. 

There are, of course, MANY facets to this for it is an evolutionary process and 
the changes a.re not ea.sily identified until they have fully taken place. It is 
easy at this point to point out, as an example, that ma.ny potato growers are now 
packing potatoes in other than the customary sizes because food chains found that 
these particular sizes were preferred by their customers. But this cha.nge did not 
occur overnight. It happened as a. result of much testing and experimentation. 

We find that what the consumer wants is not always easy to determine, especially 
by a, logical study of the facts by what we are prone to call the scientific method. 
It is more of a.n art than a, science. 

Nor is the pocketbook the sole determining fa.ctor in where or what or how much the 
consumer will buy. Emotion plays a. big part and frequently symbols and prejudices 
must be overcome . 

The merchandising of carrots presents a good illustration: -- 
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I'm reminded of how for years we tried to sell carrots in our stores without tops 
on them» It just seemed silly to ship the tops with the carrots all the way from 
California to Chicago and then throw the tops away after the customer had bought 
them. This required a ga.rba.ge can at the produce rack and considerable more labor 
and handling and expense. But try as we would, we just couldn't get the customer 
to buy those ca.rrots without the tops. When we introduced them to her by stacking 
them up in the store alongside the carrots with tops on them, she would invariably 
pick the ones with the green tops because she thought they were fresher. (Actu- 
ally, the longer the tops stayed on the fa.ster they deteriorated.) She liked to 
see the clerk pinch off those tops after she had bought her ca.rrots. To her that 
was a symbol of freshness, indicating they were fresh from the field. With pa- 
tient explanation and working together with suppliers, we have made the adjustment 
and now all ca.rrots are sold in our stores packed in attractive cellophane ba.gs - 
and the tops are left at the source. The cellophane bags, in most instances, a.re 
printed with carrot tops on them to denote freshness. 

This emotional approa.ch of consumers is not confined to food. In a recent talk to 
The Executives Club of Chica.go, President L. L. Colbert of Chrysler Corporation 
was discussing the work of the automobile industry in promoting the scientific 
study of color. He said: 

"In our main engineering building we have a. color exhibit which 
I wish a.ll of you could see. It demonstrates how our artists 
and engineers have worked together to apply the science of 
color to automobiles. Color is mysterious. We have instru- 
ments that can measure the wave lengths of light and lay out 
before you the entire spectrum. But there are as yet no in- 
struments that can tell you exactly which colors and which com- 
bination of color people will like. The only precise instru- 
ment for this purpose is competition. The customer's orders 



tell you soon enough which colors and combinations are hitting 
the public fancy." 

The emotional element in purchasing presents many obstacles to research because if 
we try to find out from the customer what she wants, we come up with conflicting 
evidence. For example, customers who shop at your store will say they do so be- 
cause of good price and quality, but others will a.lso cite price and quality as 
the reasons they do not shop at your store but prefer some other. We wind up with 
the conclusion that the customer really doesn't know what she wants in many cases. 
While this presents problems, it also gives us an opportunity because by studying 
customers' behavior, particularly their irritations, we can obtain an inkling of 
what they like or need before they really know it themselves. 

Roxy, one of the greatest showmen who ever lived, said many years ago that theat- 
rical producers are always making the mistake of trying to give the public what it 
wants, whereas usually the public does not know what it wants until it sees it. 

Customers did not ask for self-service meats as such, but they showed by their 
impatience when forced to wait at meat counters, where an opportunity existed. 
Today the customers are saying in sales rung up at the checkout desk, "I like 
self-service meats." 

It is this anticipating of the customer's wants before she names them herself 
which has sparked many of the developments of recent years in products, facili- 
ties, handling equipment, pa.cka.ging and the whole environment in which shopping 
takes place. To be specific, we co-operated in promoting the small turkey, the 
meat -type broiler and now the meat -type hog. The customer didn't ask for these but 
they were developed by studying her reactions to what she was receiving. 

In this connection, self-service has played an important role, not only because 
the closer we put people to merchandise the more they buy, but preferences can 
more readily be determined „ 



Reflecting consumer preferences, the chains ha.ve a.lso heen in the vanguard of the 
movement to grade up and keep lower grades off the consumer ma.rket . Not many 
years a.go some food chains had a. reputation for not carrying top quality meat and 
produce, whereas today chains have excellent reputations for quality products and 
for their methods of handling these perishahle items. This has been good business 
for the producer; the consumer and the food chains. 

Another area, where your food retailer plays an important role for you in marketing 
research is in being alert to the possibilities of new products. 

Take avocados. I am sure if George Hodgkin is here he will support the statement 
that food chains helped materially in introducing avocados in many markets from 
coast to coast through a planned co-operative program. We feel also that chains 
did a comparable job of establishing a. nationwide market for grapefruit. 

Still another important role that the food distributor plays in marketing re- 
search lies in his ability to create wants over and beyond needs. By constant 
trial and error, research and experiment, application of knowledge and experience, 
the food chains improved their store layouts, including such things as parking 
lots, electric-eye doors, parcel pickup stations, the moving belt checkout desk - 
all of the changes that have spelled out the development of the postwar super- 
market. Most of these changes go beyond the mere physical supplying of food on a. 
more efficient basis. 

They are also geared to satisfying some of our customer's psychological needs, to 
treating her a.s a friend, as a human being with personal needs, fears and prob- 
lems, - as a. person who wants to be understood and appreciated in addition to re- 
ceiving her 3,000 calories per day. This appealing to the psychological needs and 
making the display of your products attractive ha.s created an environment that en- 
courages purchases and develops wants beyond physical needs. 
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Has this effort paid off? In the United States the share of income spent on food 
was gradually declining until just before World War II the American consumer was 
spending 23$ of his income for food, according to the statistics of the Depa,rtment 
of Agriculture, With the vast increase in our standard of living in the last 15 
years or so, we would expect to find people spending relatively less for food. In 
fact, at today's prices consumers could buy their prewar standard of food consump- 
tion for 18$ of their income instead of the 23$ it cost before the war. 

Actually, we find that consumers are spending 27$ of their income on food - sub- 
stantially more than before the war and 50$ more than they need to spend to main- 
tain their prewar standard of consumption. 

How does it happen that consumers are spending 50$ more dollars on food than they 
did prewar? One explanation is often overlooked—that is the constant effort of 
the industry - whether it be the retailer, the processor, or the producer - to 
make the shoppers ' experience a. pleasant one from the standpoint of attractive 
surroundings with appetizing and intriguing products at the right price that per- 
form a real service for the customer. 

I would like to empha.size that word service. For we have not attracted the cus- 
tomer to our wares in competition with attractive clothing - new automobiles - 
dishwashers - and 3-D movies by convincing them that they would work better if 
they would eat more and add just one more pound. On the contrary, people are 
diet-conscious and per capita, consumption of calories is actually 2$ below prewar. 
No, consumers are spending more money on food because we have together created 
wants and desires beyond needs, and also, in part, because they are buying more 
and more services built right into the product in addition to the ba.sic substance 
provided by the producer. 

A typical example is the cake mix which the housewife buys instead of buying 
flour, eggs, sugar and shortening separately and mixing them herself. This 



- 7 - 

applies to a. whole range of products, such as frozen canned orange juice, bite 
size precooked fish, instant puddings, pre -washed, peeled cooked potatoes, frozen 
foods of all kinds wa.shed, cleaned, trimmed and sugared. 

This trend reflects the American housewife's desire to minimize work in the 
kitchen, a.nd there seems little prospect of changing the trend. What is actually 
happening is that we are replacing maids and providing maid service to a.n ever 
increasing number of people, This brings up an important consideration for the 
farmer, for quality and uniform products lend themselves more readily to the me- 
chanization and processing required in supplying this service. 

We should recognize that the piling of more and more built-in services on top of 
what the farmer produces has a tendency (and I would like to emphasize the word 
tendency) - ha.s a. tendency to increase the share of the food dollar going to pay 
for these services, especially since some of them involve a good deal of labor- 
The Federal Reserve Bank of Chicago states that "During the la.st 20 years the 
number of workers in agriculture decreased by about 30$> while the number engaged 
in marketing fa.rm products probably increased by more tha.n 30$. More workers are 
now enga.ged in the marketing of farm products than in their initial production." 

I say this creates a. tendency for the share of the food dollar going to marketing 
and processing services to rise because there is no evidence that the marketing 
share has risen materially over the last 40 yea.rs for which the Department of 
Agriculture keeps statistics. The farmer's share of the food dollar this year is 
about h^cji. This is down from the immediate postwar years, when high domestic de- 
mand for farm products was supplemented by a.n abnormally large and temporary de- 
mand from abroad. But it compares favorably with other periods of full employ- 
ment and is far above the depressed levels of the 1930s, 

The failure of the marketing and processing share to rise over the years may re- 
flect the way the government's indexes are constructed. However, I prefer to 
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believe it reflects improvements in operating efficiency at the marketing and 
processing level, which parallel those ma.de on farms and in factories, and enable 
us to offer more and more services without raising the proportionate charge to the 
consumer. Mechanization and improvements in warehousing alone have increased pro- 
duction in this area 55$ during the last six years, Tons handled per man hour in 
chain grocery warehouses have risen from 1.12 to 1-73 tons per man hour. 

A second way in which the farmer's share ha.s been held up is through shifts in the 
types of items people buy. By and large, we find them buying more of the things 
for which farmers receive a. high proportion of the retail dollar - such a,s meat, 
eggs and milk - and relatively less of the things for which farmers receive a 
smaller proportion of the retail dollar, such as potatoes and cereal products of 
all kinds . 

It is our conclusion that through market research we have been able to design an 
over-all marketing program which has raised the total amount of money spent for 
food and at the same time has maintained the farmer's share of that expenditure at 
levels at least equal to those realized in normal periods in the past. This has 
occurred because we live in a free competitive system permitting the food retailer 
to act as your laboratory when it comes to marketing research. 

These facts make it hard for me to understand the many unwarranted attacks which 
create the impression with the general public that our food marketing system is 
weak, inefficient and greedy, causing ruinously low prices to farmers. 

For example, here are some quotations from a. talk made by a. leader of the Co-Op 
Council in 1952, which I believe do not suffer by being taken out of their context. 

Here they are: 

"... farm production has moved forward at a. greater pace 
than agricultural marketing ... the farm support programs 
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which now confront us to a considerable extent are the out- 
growth of the imbalance in progress between farm production 
and farm marketing . <> . This I attribute, in large measure, 
to the lack of adequate objective research in the agricultural 
marketing field." 

It is hard to believe that this kind of statement could be made by a. person who is 
aware of the true facts. Perhaps it is our fa.ult, however, in not getting these 
facts to you and to the general public. Food chains individually a.nd through their 
National Association hope to do a. better job in the future in building understand- 
ing of what is taking pla,ce in marketing. 

Before leaving this subject, however, I would like to mention that another of your 
leaders ha.s spoken more kindly of the marketing system, and I would just like to 
quote from him, "> . . f armers ' marketing troubles are, in the main, not marketing 
troubles at all, but rather difficulties arising out of the general price level. 
When the price level is going down, our marketing system is said to be a failure. 
When it's going up, nothing much is heard about the need for marketing." 

I would like to turn now, for a moment, to a few specifics on our organized market- 
ing program for moving seasonal surpluses into consumption. As you know, this ap- 
plied the merchandising know-how and ability of food retailers to move products in 
temporary or seasonal oversupply. We have now had wide experience with this pro- 
gram and while results have varied by products and in some instances by locality, 
in general, many market gluts have been cleaned up, market stability restored, 
losses to farmers reduced and the future supply protected for the benefit of con- 
sumers, The whole program has been good business for everybody - farmers, re- 
tailers and consumers. 

This program was worked out mutually by farmers and retailers, which, in our opin- 
ion is the way it should be. Last March, retail leaders sat down with leaders 
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from the Co-Op Council, The National Grange and the Farm Bureau. The men repre- 
senting the Council - who are undoubtedly here today - were Frank Hussey, Homer 
Brinkley, John Riggle, and Kit Haynes. 

After a thorough review of our previous experience, a new resolution was developed 
and adopted on this type of co-operation. The first point of the resolution is: 

"National sales campaigns shall he requested hy representative 
groups of farmers from all major producing areas." 

This raises an important question. We now find that an increasing number of 
farmers are going directly to the government a.sking for government support through 
a tax-paid program. At the moment there is a request for merchandising help which 
originated in a. state agency that prorates the shipments of the product in ques- 
tion. This state prorate agency made the request directly to the U. S. Department 
of Agriculture in Washington and the first the National Association of Food Chains 
heard of it was when the Department of Agriculture asked the chains for assistance. 

For years past, the farmer group has made a request for merchandising help on this 
product which food chains have recognized. Perhaps we should reconsider whether 
you want to continue the stated policy of having food retailers move on the re- 
quests of producers, and producers alone. We had thought that this was the 
farmers' wish, hut if such is not the case, then food retailers' representatives 
would like to sit down with representatives of farmers, discuss just what is in- 
volved why we have acted as we have in the past, and determine what the program 
should he for the future. 

A ther point on which food retailers and farmers need more mutual understanding 
fl o-operation involves a request from producers for merchandising assistance, 
•+h inadequate follow-up action. For example, a request for merchandising help 
heen approved, stores have laid plans for the expenditure of a. considerable 



- 11 - 

amount of money on advertising and promotion, ads for newspapers are ready - all 
the planning for raising the consumption of a. product is set. But at the strate- 
gic time, or place, the producers declare a. "shipping holiday." This shortens 
the market, reduces the supplies ava.ila.ble, and in effect destroys the effective- 
ness of the merchandising plans developed by the food chains. 

I am told that an instance of this very thing ha,s happened in the past few months . 
The Western Growers Association requested merchandising assistance on lettuce, but 
later declared a. "shipping holiday" which came at the time when merchandising plans 
were ready to go or were already in operation. 

Now that I have unburdened myself of a. few critical comments about our own rela- 
tionships - and I hope you will ta.ke them in the constructive spirit in which they 
are offered - I would also like to offer a, few critical comments about our rela- 
tions with government - and these, too, are meant to be constructive. 

From what I have said today, I think you may rightly draw the conclusion that we 
are firm believers in research. It has paid off. But I would like to add this 
thought: Progress at the retail end has come not so much from formalized studies 
at the taxpayers' expense, but from the operation of sound business procedures 
observations, tests in the stores themselves and day-to-day operations. In a. 
rapidly moving business, research of this nature can be much more fruitful than 
government studies for which many months are required to collect the data, tabu- 
late it and arrive at recommendations . 

We believe that we at the retail level can and should perform our own research 
without having to run to the government for help. In the first place, our experi- 
ence with government research is often not good. For example, a government agency 
t • reported $38,000 to determine whether or not a. study on the optimum size 
supermarket should be made. Finally, someone in government stopped this ex- 
., a fter industry men repeatedly stated that there wa.s no optimum size for 
tore that varying local conditions would determine the decision and that each 
store was a problem in itself. 
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Under tax-paid research programs a quantity of literature has been issued as an 
aid to retailers and consumers. A report entitled "Peaches Mean Profits" has 
this to say to the retailers: 

"To ma.ke peaches pay, research shows you must get a high vol- 
ume of sales." 

It goes on: 

"Your customers object if you offer them peaches that are 
green or over-ripe,," 

Also: 



"A peach bruised today may spoil tomorrow, so handle them 
carefully." 

Customers are informed, "Look for potatoes that are firm , smooth , fairly well 
shaped, reasonably clean and relatively free from blemishes." 

I don't wish to be unfair. Some government research is undoubtedly very helpful, 
and some of it may even be worth its cost, but the point is, who decides whether 
a. specific research project is economically sound or mere boondoggling? As with 
so many other things in our economic life, there is no sound test outside of the 
market itself. That is, if the project is sound and worthwhile someone will be 
willing to pay the cost involved directly and we do not need to go to the govern- 
ment. If no one is willing to pay the price for a particular project, it ca.n 
only be because he has a. more productive use for the money. For the government 
then to undertake such a. project is no less wasteful of basic resources just be- 
cause the money comes out of someone else's pocket. I might add that that pocket 
belongs to our customers - and if the government took less out of that pocket 
more would be available for the things we produce and sell. 
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Perhaps some of our difficulty arises from failure to recognize that marketing re- 
search is more of an art than an exact science . It would appear that government 
help could be more effective in a.rea.s of soil conservation - breeding - crop de- 
velopment - quality improvement, etc. - which require a. scientific approach rather 
than in marketing where they are too far away from the consumer and her day-to-day 
reactions to make a contribution. 

Yes, we believe in our free system and the test of the market. And we in the 
marketing end of the food industry are proud of what ha.s been built - proud of the 
hundreds of foreigners, including food distributors, who visit the United States 
each year and come to see that modern marketing miracle - a. beautiful big, bright 
American food store, carrying items geared to the three pre's - prepackaged, pre- 
cooked and preapportioned. We believe that research has brought it into being. 
But to quote Mr- Colbert of Chrysler Corporation again: 

" . . .no one of us can stake out a claim and hold his ground 

by virtue of squatter's rights. We hold our own by performance." 

We believe our system can and must be improved in the future . We would like to go 
further in finding out what you, the farm leaders, believe is needed and desirable 
in practical research that will benefit the marketing system, and then see whether we 
cannot do the job more effectively and less expensively in industry than in govern- 
ment , 

Thank you for this opportunity to come here and visit with you. 
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